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Th e Tokyo Stock Exchange has since April 1, 2004, required fi rms listed in its First and Second Sections to disclose their quarterly reports. Th e TSE had announced in June 2002 that it would ask fi rms to disclose detailed quarterly fi nancial and prompt summary reports starting April 1, 2003-but even before 2002, some fi rms were voluntarily publishing quarterly performance data such as sales fi gures. In this chapter we investigate how fi rms followed this new regulation and disclosed voluntary reports.
As we explained in Sections 2 and 3 of Chapter 2, aft er the enactment of the 2006 Financial Instruments and Exchange Act (a Japanese equivalent of the Sarbanes-Oxley Act), fi rms had to disclose quarterly fi nancial statements based on new Japanese Accounting Standards eff ective April 1, 2008 or risk facing a penalty.
1 Th ese quarterly fi nancial statements are published with auditors' review, like those in the US.
Section 1 shows the basic trend of the fi rms who abided by this regulation and those who did not. Th is part follows the exposition in Section 5 of Chapter 2, and the readers are advised to refer to Table 2.1. Section 2 explains the data and Section 3 reveals the time-series patterns of market microstructure variables of disclosing vs. nondisclosing fi rms. Section 4 conducts basic regression analysis to fi nd the relationship between pertinent variables, and based on this observation we establish our hypothesis in Section 5. Th e fi nding in Section 6 supports this hypothesis with the diff erence-in-diff erencein-diff erences approach. Table 2 .1 in Chapter 2 shows the number of fi rms which submitted either prompt summary reports or full-scaled quarterly fi nancial statements to the Tokyo Stock Exchange in the fi rst quarter (April-June) and the third quarter (September-December), and the number of fi rms who did not, starting in FY 2002. Note also that fi rst-quarter reports are disclosed in the second quarter (July-September) and third-quarter reports are reported in the fourth quarter (January-March).
Firm response to new regulation
From the test sample we exclude fi rms whose fi scal year end is not March 31, because we want to align the timing of the calendar year with the fi scal year. More than 90 of Japanese fi rms have a March fi scal year end, and their quarter starts on April 1.
